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E. O. 1 1652: AD S, DECLAS 10-6-73 
TAGS: EAID, EFIN 

SUBJECT: CURRENCY REALIGNMENT 
REF: MANILA 2249 

SUMMARY: ON 5 APRIL BOARD OF DIRECTORS CONSIDERED 
PAPER ON EFFECTS OF CURRENCY REALIGNMENT IN REGARD TO 
( A) TRANSLATION OF CURRENCIES AND MAINTENANCE OF VALUE 
(MOV) AND ( B) UNIT OF ACCOUNT. BOARD AGREED TO RECOGNIZE 
CONTINUING APPLICABILITY OF 31 AUG 1972 BOARD RESOLUTION 
REGARDING TRANSLATION OF CURRENCIES AND MOV TO PERIOD 
FOLLOWING DE FACTO DEVALUATION OF U. S. DOLLAR ON 13 FEB 
1973, BUT DEFERRED DECISION UNTIL 18 APRIL MEETING ON 
RECOMMENDATION FOR ADOPTION OF CURRENT U. S. DOLLAR AS 
BANK' S UNIT OF ACCOUNT EFFECTIVE 13 FEB. GUIDANCE RE- 
REQUESTED. END SUMMARY 
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1. AT 5 APRIL BOARD OF DIRECTORS MEETING, INTENSIVE 
DISCUSSION WAS HELD ON ADB DOC R20-73 DTD 27 FEB CONCERNING 
EFFECTS OF CURRENCY REALIGNMENT IN REGARD TO ( A) TRANSLATION 
OF CURRENCIES AND MOV AND ( B) BANK' S UNIT OF ACCOUNT. U. S. 
DIRECTOR NOTED THAT PROCEDURES TO SECURE CONGRESSIONAL 
APPROVAL TO 13 FEB DOLLAR DEVALUATION MOVING AHEAD MORE 
RAPIDLY THAN DURING PREVIOUS ROUND. HE SUPPORTED RECOMMEND- 
ATIONS IN DOC R20-73 TO RECOGNIZE APPLICABILITY OF 31 COUNTRIES. 
COMMUNITY RESOURCES WOULDBE TRAN SFERREDTO THESE 
COUNTRIES IF THE EFFECTIVE VALUE OF EXPORTS ( DESCRIBED IN THE 
CABLE) WERE TO FALL BELOW A CERTAIN REFERENCE VALUE. UNDER 
CERTAIN CIRCUMSTANCES THE CREDITS MADE AVAILABLE WOULD BE 
REIMBURSABLE. IN OTHER CASES THE TRANSFERRED 
RESOURCES WOULD BE ON A NONREIMBURSABLE BASIS. END 
SUMMARY. 

2. THE PROPOSAL FOR SPECIAL COMMODITY ARRANGEMENTS 
TO STABILIZE EXPORT RECEIPTS IN THEASSOCIATED AND 
ASSOCIABLE STATES SHOULD, IN THE VIEW OF THE 
COMMISSION, BE BASED ON THE FOLLOWING THREEPRINCIPLES: 

QUOTE (1) NO- INTERFERENCE WITH THE FREE PLAY OF THE 
MARKET. 

(2) AVOIDANCE OF ANY NEW OBSTACLES TO INTERNATIONAL 
TRADE AND 

(3) COMPATIBILITY WITH WORLDWIDE COMMODITY 
AGREEMENTS WHERE SUCH AGREEMENTS ALREADY EXIST FOR 
THE SAME PRODUCTS AND THE AVOIDANCE OF ANY OBSTACLES 
TO THE SUBSEQUENT CONCLUSION OF SUCH WORLDWIDE AGREE- 
MENTS. UNQUOTE 

3. UNDER THESECONDITIONS THE PROPOSED COMMISSION 
SYSTEM WOULD GIVE A CERTAIN STABILIZATION GUARANTEE 
TO THE EXPORTRECEIPTS OF THE ASSOCIATED COUNTRIES 
LIMITED OFFICIAL USE 
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COVERING THEIR TRADE WITH THE COMMUNITY. SUCH A 
GUARANTEEWOULD VARY DEPENDING ON THE DEGREE OF 
DEPENDENCE OF THESE COUNTRIES ON SPECIFIC PRODUCTS. 

4. TO MEET THIS OBJECTIVE THE COMMISSION PROPOSES 
THE FOLLOWING: 

QUOTE (1) THAT A REFERENCE PRICE BE FIXED ON A PRODUCT- 
BY- PRODUCT BASIS FOR QUOTAS ESTABLISHEDFOR EACH 
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COUNTRY. 

(2) THAT A GUARANTEE BE GIVEN TO BENEFICIARY 
COANTRIES OF A TRANSFER OF FINANCIAL RESOURCES EQUAL 
TO THE DIFFERENCES BETWEEN THE EFFECTIVE VALAE OF 
EXPORTS TO THE COMMUNITY ( WORLD PRICE X EXPORTED 
QUANTITIES) AND THE REDERENCE VALUE OF THESE EXPORTS 
( REFERENCE PRICE X QUOTA). 

(3) THAT THE TRANSFER OF RESOURCES BE EFFECTED, 

IN PRINCIPLE, BY MEANS OF THE OPENING OF A LNE OF 
CREDIT TO BENEFICIARY COUNRIES WHEN EXPORTRECEIPTS 
TO THE COMMUNITY FALL, DURING A GIVEN PERIOD. BELOW 
THE LEVEL OF THEIR REFERENCE VALUE. THIS CREDIT 
WOUD BE REIMBURSABLE WHEN THESE EXPORT RECEIPTS 
ONCE AGAIN EXCEED THE REFERENCE VALUE LEVEL. SUCH 
REIMBURSEMENTS WOULD BE REQUIRED ONLY TO THE EXTENT 
THAT THE INCREASE IN THESE RECEIPTS IS DUE TO AN INCREASE 
IN WORLD PRICES AND WOULD BE IN PROPORTION TO THIS 
INCREASE. THE BENEFICIARY COUNTRY WOULD BE RESPONSIBLE 
FOR GUARANTEEING THE AVAILABILITY OF THESE ADDITIONAL 
RECEIPTS. UNDER CERTAIN CIRCUMSTANCES ANDFOR CERTAIN 
PRODUCTS ANDCOUNTRIES, THE TRANSFER COULD BE MADE ON 
A NON- REIMBURSABLE BASIS. THIS WOLD BE THE CASE 

FOR THF.I .EAST DEVELOPED ASSOCIATE COUNTRIES. 

(4) THAT THE DETERMINATION OF THECONDITION S AND 
UTILIZATION OF THETRANSFERRED RESOURCES WOULD BE AGREED 
TO BY THE CONTRACTING PARTIES. UNQUOTE 

5. THE COMMISSION SUGGESTS THAT THE FOLLOWING PRODUCTS, 
BASED ON (1) TTEIR IMPORTANCE TO THF, ECONOMIES OF POTENTIAL 
BENEFICIARY COUNTRIES AND (2) THE DEGREE OF INSTABILITY 
OF THEIRMARKET BE CONSIDERED FOR INCLUSION IN THESE 
SPECIAL ARRANGEMENTS: SUGAR, PEANUTS, PEANUTOIL, 

COTTON, CACAO, COFFEE, BANANAE AND COPPER. 
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6. QUOTE FOR EACH PRODUCT, THE REFERENCE PRICETO BE 
CONSIDERED EACH YEAR, EXPRESSED IN UNITS OF ACCOUNT, 
WOALD BECALCULATEDON THE BASIS OF THE MOVING AVERAGE 
OD WORLD PRICE DURNG, FOR EXAMPLE, THE FIVE PREVIOUS 
YEARS ( BASEDEITHER O A CALENDAR OR CROP YEAR 
BASIS). WHERE A WORLDWIDE AGREEMENT IS ALREADY IN 
EXIS 

EEEEEEEE 
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